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NOTICE  OF  CONFIDENTIALITY  RIGHTS:  IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY 
REMOVE  OR  STRIKE  ANY  OR  ALL  OF  THE  FOLLOWING  INFORMATION  FROM  ANY 
INSTRUMENT  THAT  TRANSFERS  AN  INTEREST  IN  REAL  PROPERTY  BEFORE  IT  IS  FILED 
FOR  RECORD  IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR 
DRIVER'S  LICENSE  NUMBER. 

Producers  8B  (4-89)  —  Paid-Up  PNum:1208  CRP 
With  640  Acres  Pooling  Provision  .  .  

PAID-UP  OIL  &  GAS  LEASE 

(No  Surface  Use) 

THIS  LEASE  AGREEMENT  IS  made  this    ^   .day  of  JP/f?  ,  by  and  between  Jerry  Glenn  Klllough  and  Delores  Ann  Klllough, 

husband  and  wife,  whose  address  is  2739  Garden  Oaks  Place,  Grand  Prairie,  TX  76052-4434.  as  Lessor,  and  Harding  Energy  Partners,  LLC.  a  Texas  limited  liability 
company, 13465  Midway  Road.  Suite  400,  Dallas.  Texas  75244.  as  Lessee.  All  printed  portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as  Lessee,  but  all 
other  provisions  (including  the  completion  of  blank  spaces)  were  prepared  jointly  by  Lessor  and  Lessee. 

1.     En  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained.  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  following 
described  land,  hereinafter  called  leased  premises: 

See  attached  Exhibit  'A'  for  Land  Description 


in  the  County  of  Tarrant  Stale  of  TEXAS,  containing  0.231B  gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  by  reversion, 
prescription  or  otherwise),  for  the  purpose  of  exploring  tor.  developing,  producing  and  marketing  oil  and  gas.  along  with  all  hydrocarbon  and  non  hydrocarbon  substances 
produced  in  association  therewith  (including  geophysicaU'seisrnic  operations).  The  term  *gas'  as  used  herein  includes  helium,  carbon  dioxide  and  other  commercial  gases,  as 
well  as  hydrocarbon  gases.  In  addition  to  the  above-described  leased  premises,  this  lease  also  covers  accretions  and  any  small  strips  or  parcels  of  land  now  or  hereafter 
owned  by  Lessor  which  are  contiguous  or  adjacent  to  the  above-described  teased  premises,  and.  in  consideration  of  the  aforementioned  cash  bonus.  Lessor  agrees  to  execute 
at  Lessee  s  request  any  additional  or  supplemental  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  covered.  For  the  purpose  of  determining  the  amount 
of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct  whether  actually  more  or  less. 

2  This  tease  which  is  a  ■paid-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  THREE  (3)  years  from  the  date  hereof,  and  for  as  long 
thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is  otherwise 
maintained  in  effect  pursuant  to  the  provisions  hereof. 

3  Royalties  on  oil  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows;  (a)  For  oil  and  other  liquid 
hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be  Twantv  RveJ»ercerrt  awn  of  such  production,  to  be  delivered  at  Lesseejsoption  to |  Lessor atthe 
wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  nght  to  purchase  such  production  at  the  wellhead 
market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  In  ihe  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  once)  tor 
production  of  similar  grade  and  gravity:  (b)  for  gas  (Inching  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  to  Twenty 'H^-P^f"^ fffliffS 
proceeds  realized  by  Lessee  from  the  sate  thereof.  less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance,  or  other  exc.se  taxes  and  me  crats  mcurred  by 
Lessee  in  delivering  processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee  shall  have  the  continuing  nght  to  f^rchase  such  prc^ud^  at  the 
prevailing  wellhead I  market  price  paid  tor  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevatling  In  the  same  field,  then  in  the  nearest  field  in 
which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date mm; which  Lessee 
commences  its  purchases  hereunder  and  (c)  if  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leas&dpremlses  or  lands >  pooled >  ttenwrihwe 
capable  of  either  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  or  such  wells  are  waiting  on  hyftaubc  fracture  AmuMnnJ ^  juch  we  twwelfc 
are  either  shut-in  or  production  iherefrom  is  not  being  sold  by  Lessee,  such  v^l  or  v«ns  shall  nevertheless  be  torn 

maintaining  this  lease.  If  for  a  period  of  90  consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  *  not  being  soW I  by  lessee. Ihen  bsnse^li pay  shut-m 
So  one  doferper  acre  then  covered  by  this  lease,  such  payment  to  be  made  to  Lessor  or  to  Lessor's  credit  in  the  depository  debated  ' «  "J  of 

Sd  *MJay  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in  or  production  herefrom  snotbe^gsold  by 
tesweTroiided  that  if  this  lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  P£m£esor 
I  nemSi.  no  InSn  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production.  Lessee  s  fa-lure  to  property 
pay  shut-in  royalty  shall  render  Lessee  liable  for  the  amount  due,  but  shall  not  operate  to  terminate  this  lease. 

4  All  shut-in  rovaltv  oavments  under  this  tease  shall  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  at  Lessor's  address  above  or  its  successors,  which 
shai.  be  Lessor's  ^  Changes  *  «•  of  said  land.  All  payments  or  tenders  may  bemadein « currency ^by  check 
«  rw  draft :  and such  Mvments  or  tenders  to  Lessor  or  to  ^depository  by  deposit  in  the  US  Mails  in  a  stamped  envelope  addressed  to  the  depository  or  to  the  Lessor  at  the 
EJiSSi'SS!  paymenLKme  depository  should  liquidate  or  be  succeeded  by  another  institotfon.  or  for  any  reason  MviMk 
^T^en, T^nSr^essS  sZ.  aVLeWs  Xesl  deliver  to  Lessee  a  proper  recordable  instrument  naming  another  instrtuteon  as  deposrtory  agent  to  receive 

ZCe^S^ 
^SEL^Sl^^ 

r^sooabtycalcu^ed  to  obtain  or  restore  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  ofsuch  ^^''^SS^TiSi  bSESto 
ofntow  SnflOcoScutive  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances  covered  ^J^SXS^JSSSi 

expressly  orovi  <J^^  or  Unset  premises  or  interest  therein  with  any  other  lands  cr  MM to  m '«*■ 

miimmmmmam 

date  of  termination  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

estate  ,n  such  part  of  (he Jrem^  ^  ^  w  meNAse  ^nsfene6  in  ^  or  in  part,  by  area  and/or  by  depth  or  zone^nd 

wmmmmm 

reduced  In  accordance  with  the  net  acreage  interest  retained  hereunder. 
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10  In  exptoring  tor,  developing,  producing  and  marketing  oil.  gas  and  other  substances  covered  hereby  on  the  leased  premises  or  lands  pooled  or  unitized 
herewith  in  primary  and/or  enhanced  recovery.  Lessee  shall  have  the  tight  of  ingress  and  egress  along  with  the  right  to  conduct  such  operations  on  the  leased  premises  as 
may  be  reasonably  necessary  for  such  purposes,  including  but  not  limited  to  geophysical  operations,  the  drilling  of  wells,  and  the  construction  and  use  of  roads,  canals, 
pipelines  tanks,  water  wells,  disposal  wells,  injection  wells,  pits,  electric  and  telephone  lines,  power  stations,  and  other  facilities  deemed  necessary  by  Lessee  to  discover, 
produce  store  treat  and/or  transport  production.  Lessee  may  use  in  such  operations,  free  of  cost,  any  od.  gas.  water  and/or  other  substances  produced  on  the  teased 
premises  except  water  from  Lessor's  wells  or  ponds.  In  exploring,  developing,  producing  or  marketing  from  the  leased  premises  or  lands  pooled  therewith,  the  ancillary  rights 
granted  herein  shall  apply  (a)  to  the  entire  leased  premises  described  in  Paragraph  1  above,  notwithstanding  any  partial  release  or  other  partial  termination  of  this  lease;  and  (b) 
to  any  other  lands  in  which  Lessor  now  or  hereafter  has  authority  to  grant  such  rights  in  the  vicinity  of  the  leased  premises  or  tends  pooled  therewith.  When  requested  by 
Lessor  in  writing.  Lessee  shall  bury  its  pipelines  below  ordinary  plow  depth  on  cultivated  lands.  No  well  snail  be  located  less  than  200  feet  from  any  house  or  bam  now  on  the 
leased  premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent,  end  Lessee  shall  pay  for  damage  caused  by  hs  operations  to  buildings  and  other 
improvements  now  on  the  leased  premises  or  such  other  lands,  and  to  commercial  timber  and  growing  crops  thereon.  Lessee  shall  have  the  right  at  any  lime  to  remove  Its 
fixtures,  equipment  and  materials,  including  well  casing,  from  the  leased  premises  or  such  other  lands  during  the  term  of  this  lease  or  within  a  reasonable  time  thereafter. 

11.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  appftcable  laws,  rules,  regulations  and  orders  of  any  governmental 
authority  having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oil.  gas.  and  other  substances  covered  hereby.  When  drilling, 
reworking,  production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permils,  equipment  services, 
material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage,  rebellion,  insurrection,  riot,  strike  or  labor  disputes,  or  by 
Inability  to  obtain  a  satisfactory  market  for  production  or  failure  of  purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within 
Lessee's  control,  this  lease  shall  not  terminate  because  of  such  prevention  or  delay,  and  at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall  be  added  to  the  term 
hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  implied  covenants  of  this  lease  when  driffing.  production  or  other  operations  are  so  prevented,  delayed  or 
interrupted. 

12.  In  the  event  that  Lessor,  during  the  primary  term  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  willing  to  accept  from  any  party  offering  to  purchase 
from  Lessor  a  lease  covering  any  or  all  of  the  substances  covered  by  this  lease  and  covering  all  or  a  portion  of  the  land  described  herein,  wilh  the  lease  becoming  effective  upon 
expiration  of  this  lease,  Lessor  hereby  agrees  to  notify  Lessee  in  writing  of  said  offer  Immediately,  including  in  the  notice  the  name  and  address  of  the  offeror,  the  price  offered 
and  all  other  pertinent  terms  and  conditions  of  the  offer.  Lessee,  for  a  period  of  fifteen  days  after  receipt  of  the  notice,  shall  have  the  prior  and  preferred  righi  and  option  to 
purchase  the  tease  or  part  thereof  or  interest  therein,  covered  by  the  offer  at  the  price  and  according  to  the  lernis  and  conditions  specified  in  the  offer. 

13.  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after  Lessor  has  given 
Lessee  written  notice  fully  describing  the  breach  or  default  and  then  only  rf  Lessee  fails  to  remedy  the  breach  or  default,  within  such  period.  In  (he  event  the  matter  is  litigated 
and  there  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or  canceled  in  whole  or  in  part  unless  Lessee  is  given  a 
reasonable  time  after  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  fails  to  do  so. 

14.  For  the  same  consideration  recited  above,  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual  subsurface  well 
bore  easement  under  and  through  the  leased  premises  for  the  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil  or  gas  wells  the  surface  locations  of  which  are 
situated  on  other  tracts  of  land  and  which  are  not  intended  to  develop  the  leased  premises  or  lands  pooled  therewith  and  from  which  Lessor  shall  have  no  right  to  royalty  or  other 
benefit  Such  subsurface  well  bore  easements  shall  run  with  the  land  and  survive  any  termination  of  this  lease. 

1 5.  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and  discharge  any  taxes, 
mortgages  or  liens  existing,  levied  or  assessed  on  or  against  the  leased  premises.  If  Lessee  exercises  such  option.  Lessee  shall  be  subrogated  to  the  rights  of  the  party  to 
whom  payment  is  made.  and.  in  addition  to  its  other  rights,  may  reimburse  Itself  out  of  any  royalties  or  shut-in  royalties  otherwise  payable  to  Lessor  hereunder.  In  the  event 
Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's  title.  Lessee  may  suspend  the  payment  of  royalties  and  shut-in  royalties  hereunder,  without  interest,  until  Lessee 
has  been  furnished  satisfactory  evidence  thai  such  claim  has  been  resolved. 

16.  Notwithstanding  anything  contained  to  the  contrary  in  this  lease,  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for  drilling  or  o trier 

operations. 

17.  Lessor,  and  their  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  tease  for  an  additional  period  of  TWO  (2)  years 
from  ihe  end  of  the  primary  term  by  paying  or  tendering  to  Lessor  prior  to  the  end  of  the  primary  term  the  same  bonus  consideration,  terms  and  conditions  as  granted  for  this 
lease. 

18.  This  lease  may  be  executed  in  counterparts,  each  of  which  is  deemed  an  original  and  all  of  which  only  constitute  one  original. 

DISCLAIMER  OF  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  payments,  In  the  form  of  rental,  bonus  and  royalty,  are  market  sensitive  and 
may  vary  depending  on  multiple  factors  and  that  this  Lease  Is  the  product  of  good  faith  negotiations.  Lessor  understands  that  these  lease  payments  and  terms  are 
final  and  that  Lessor  entered  Into  this  lease  without  duress  or  undue  Influence.  Lessor  recognizes  that  lease  values  could  go  up  or  down  depending  on  market 
conditions.  Lessor  acknowledges  that  no  representations  or  assurances  were  made  In  the  negotiation  of  this  lease  mat  Lessor  would  get  the  highest  price  or 
different  terms  depending  on  future  market  conditions.  Neither  party  to  this  lease  will  seek  to  alter  the  terms  of  this  transaction  based  upon  any  differing  terms 
which  Lessee  has  or  may  negotiate  wtth  any  other  lessors/oil  and  gas  owners. 

IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the  signatory  and  the 
signatory's  heirs,  devisees,  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 

LESSOR  (WHETHER  ONE  OR  MORE) 


Name: 

Sign/By: 
Title: 


Jerry  Glenn  Klllough 


Lessor 


Name: 

Sign/By: 
Titte: 


Delores  Ann  Klllough 


Lessor 


STATE  OF 
COUNTY  OF 


ACKNOWLEDGEMENT 


This  instrument  was  acknowledged  before  me  on  the . 


*h      da>  of  (k&mtUL*'      ,  pbl/g     bv  Jerry  Glenn  plough 


^JSSs^  w-  PAUL  CHAMPION 

r§^0^  Notary  Public  State  of  Ten 

L  j ■>#  My  Commission  Expire: 

Ngay  September  11.2011 


STATE  OF 
COUNTY  OF 


Notary  Public.  State  of  Texas 
Notary's  name  {printed): 
Notary's  commission  expires: 


?//■// 


This  instrument  was  acknowledged  before  me  on  the . 


u  W.  PAUL  CHAMPION 
NW  Public.  State  of  Texas 
My  Commission  Expires 

September  i»,  2011 


day  ofAa&»vfcfr        .2dt&    .  bv  DcjgrcsA 


Lillough 


Notary  Public,  State  of  Texas 
Notary's  name  (printed): 
Notary's  commission  expires: 

'RECORDING  INFORMATION 


STATU  OF 
COUNTY  OF 


This  instrument  was  filed  for  record  on  the 
Book  ,  Page  


.  day  of 


at 


o'clock 


M„  and  duly  recorded  in 


of  the 
by~ 


records  of  this  office. 


1208  OCRP 


Clerk  ( or  Deputy)) 
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EXHIBIT  "A" 

Attached  to  and  made  a  pad  of  that  certain  Paid  Up  Oil  and  Gas  Lease  dated/jb&dtK.  £«3o/ftbv  and  between.  Harding  Energy 
Partners,  LLC.  a  Texas  limited  liability  company,  as  Lessee.,  and  Jerry  Glenn  KHIouqh  and  Delores  Ann  Killouah.  husband  and 
wife,  as  Lessor 

From  time  to  time  Lessee  may  determine  that  some  part  or  all  of  the  Leased  Premises  should  be  more  specifically  described,  in  which 
case  Lessor  agrees  to  execut  any  substitute  lease(s)  or  correction  to  Lease(s)  tendered  by  Lessee  for  such  re-description. 

0.2318  acre(s)  of  land,  more  or  less,  being  Lot  71,  Block  1 1,  Garden  Oaks  Addition,  Phase  III.  an  addition  to  the  City  of  Grand  Prairie,  Tarrant 
County.  Texas  and  being  further  described  in  thai  certain  Instrument  dated  03/28/1995  as  Volume/Page  or  Instrument  No.  (1925/767  of  the 
Official  Records  of  Tarrant  County.  Texas. 


PI5047-I1-7I:00*.000 


SIGNED  FOR  IDENTIFICATION  ONLY: 
J<£ry  Gleiffl  Killouah  u 


Delores  Ann  Killough 
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ADDENDUM 

Attached  to  and  made  a  part  of  that  certain  Paid  Up  Oil  and  Gas  Lease  dated  ^E?»fec  by  and  between,  Harding  Energy 

Partners,  LLC,  a  Texas  limited  liability  company,  as  Lessee.,  and  Jerry  Glenn  Killouah  and  Delores  Ann  KHIouah.  husband  and 
wife,  as  Lessor. 

ROYALTY:  Market  Enhancement  Royalty  Clause.  It  is  agreed  between  the  Lessor  and  Lessee  that,  notwithstanding  any  language  herein  to 
the  contrary,  nil  oil,  gas  or  other  proceeds  accruing  to  the  Lessor  under  this  lease  or  by  state  law  shall  be  without  deduction  for  the  cost  of 
producing,  gathering,  storing,  separating,  treating,  dehydrating,  compressing,  processing,  transporting,  and  marketing  the  oil,  gas  and  other 
products  produced  hereunder  to  transform  the  product  into  marketable  form;  however,  any  such  costs  which  result  in  enhancing  the  value 
of  the  marketable  oil,  gas  or  other  products  to  receive  a  better  price  may  be  deducted  from  Lessor's  share  of  production  so  long  as  they  are 
based  on  Lessee's  actual  cost  of  such  enhancements. 


SIGNED  FOR  IDENTIFICATION  ONLY: 
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